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Title of the Invention: 

Insurance Incentive Program Having a Term of Years for Promoting the Purchase 
or Lease of an Automobile 



5 Cross-Reference to Related Applications 



~TtTT^app1i catio n is related to (& =peftdtrigiJHiteg^ Patent Applicatioa^nal 

No. 09/ entitled "Insurance Incentive Program forj^renToting the Purchase or 

Lease of an Automobile" filed on August 23 >( 2090rand is further related to co-pending 

10 United States Patent ApplicationJSerialNo. 09/ entitled "Insurance Incentive 

Program for Promotipg-tfiePurchase or Re-Lease of an Automobile After an Expiration 
of a Lease^frled on August 24, 2000, both assigned to the assignee of the present 
in vention , th fr en ti rety of each bein pJ MQipo fated4tei^i£i-bY refer e^cf ^ 



15 Field of the Invention 

The present invention is directed generally to sales incentive programs, and more 
particularly to sales incentive programs in which insurance is provided to the buyer for an 
item subject to sale or lease, such as an automobile, wherein the term of the insurance is 
co-extensive with a financing period or lease period relating to the sale. 



20 



Background of the Invention 



It is common for manufacturers or retailers to provide incentives to potential 
purchasers or lessees in order to increase the sale of an item. Particularly with respect to 
25 the sale of automobiles, manufacturers have offered lowered interest rates on financing, 
rebates and extended warranties in an attempt to increase sales of one or more classes of 
automobile. 

One problem faced by potential purchasers or lessees of automobiles is the ability 
to obtain affordable insurance. Typically, prior to the completion of a sale or lease of an 
30 automobile, the purchaser/lessee must secure automobile insurance. An insurer or other 
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party may require a deposit on the insurance ranging from 10-25% of the premium for the 
policy. This may pose a substantial burden on purchasers/lessees and the costs may 
affect their decision to purchase or lease an automobile. Even if the purchaser/lessee 
proceeds with the automobile transaction, the purchaser/lessee faces the prospect of 
5 paying separate bills for the loan or lease and the insurance premium, as separate entities 
usually provide the automobile and the insurance. Furthermore, the insurance premium 
may change every 6 months or year, at the discretion of the insurance provider, based on 
the insurer's costs of doing business, changes in underwriting exposure and the like. 
Accordingly, it would be advantageous to provide a method of providing 
1 0 insurance which addresses certain of these problems. 



Summary of the Invention 



in 



m 



The present application is directed to particular features of a system and method 
1 5 of offering an incentive to purchase or lease an automobile by underwriting and issuing 
insurance which is co-extensive with a length of the loan or the lease and wherein the 
insurance premium is paid as a part of a periodic payment due for the loan or the lease. 

In particular, one aspect of the invention includes method for billing a flat, 
recurring charge to a buyer for financing and insurance after a sale of an item, performed 
20 by a financial agent. In this embodiment, the financial agent receives a first indication of 
O a sale or lease of an item to a buyer, a second indication of an insurance premium and a 

^ financial balance owed by the buyer corresponding to the sale or lease, and a third 

indication of a predetermined time in which the financial balance is to be paid. The 
financial agent then calculates a periodic recurring amount based on the insurance 
25 premium, the financial balance and the predetermined time and receives, from the buyer, 
a single payment corresponding to the periodic recurring amount within the 
predetermined time. 

In a second embodiment of the present invention, a method for billing a recurring 
amount to a buyer covering financing and insurance after a sale of an item is performed 
30 by a financial agent. The financial agent receives a first indication of a sale or lease of an 
item to a buyer, a financial balance owed for the item and a predetermined time in which 
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the financial balance is to be paid. The financial agent further receives a second 
indication of an insurance premium owed for an insurance policy covering the item for at 
least a portion of the predetermined time. The financial agent then pays the insurance 
premium on behalf of the buyer; and calculates a periodic recurring amount for at least a 
5 portion of the predetermined time, the periodic recurring amount including a first amount 
corresponding to the financial balance and a second amount corresponding to the 
insurance premium. The financial agent then receives, from the buyer, a payment 
corresponding to the periodic recurring amount within the predetermined time. 
According to a third embodiment of the present invention, a method for 
1 0 promoting the sale of an item is performed by a retailer or manufacturer. The retailer or 
manufacturer provides to a purchaser or lessee a first indication of an item for sale or 
lease, a second indication of a predetermined time to pay a financial balance 

□ corresponding to the item, and a third indication of an offer to charge a periodic recurring 
S{ amount corresponding to a first payment of an insurance premium and a second payment 
=C 15 of a financing amount corresponding to the item. The insurance premium corresponds to 

m 

%j an insurance policy covering the item and the periodic payment recurs for at least a 

^ portion of the predetermined time. 

s According to a fourth embodiment of the present invention, a method for 

receiving an insurance premium for an insurance policy covering an item is performed by 
^ 20 an insurance agent. The agent receives a first indication of an item to be covered under 

□ an insurance policy, a second indication of a buyer of the item and a third indication of a 
w predetermined time in which the buyer must pay a financial balance corresponding to the 

item. The financial balance corresponds to a loan amount or a lease amount. The 
insurance agent then calculates an insurance premium for the entire predetermined time 

25 based on the item and the buyer and receives, from a party other than the buyer, a 
payment of the insurance premium. 

According to a fifth embodiment of the present invention, a method for 
simultaneously paying a financial loan and insurance corresponding to an item is 
performed by a purchaser or lessee. The purchaser or lessee purchases or leases 

30 an item, such as an automobile from a retailer. The item has a corresponding finance 
amount and an insurance premium amount. The finance amount corresponds to a loan 
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payment or a lease payment and is payable over a predetermined time corresponding to 
the term of the loan or lease. The insurance premium amount corresponds to an 
insurance policy having a term substantially equal to the term of the loan or the lease. 
The purchaser or lessee then submits a payment corresponding to the recurring amount 
for at least a portion of the finance amount and a portion of the insurance premium 
amount within the term. 

According to further embodiments of the present invention, the item being 
purchased or leased may be an automobile of a particular make and model. The 
insurance policy may cover comprehensive, collision, personal injury, medical costs, 
property damage, uninsured motorist coverage and/or other types of losses relating to the 
item. The financed amount and the insurance premium may include a charge for interest. 
The interest rate for the finance amount may further be substantially equal to the interest 
rate charged for the insurance premium. 

Brief Description of the Drawings 

Further aspects of the instant invention will be more readily appreciated upon 
review of the detailed description of the preferred embodiments included below when 
taken in conjunction with the accompanying drawings, of which: 

FIG. 1 is a block diagram illustrating an exemplary relationship between 
manufacturers, retailers, purchasers, insurers, and underwriters of the prior art; 

FIG. 2 is a flow chart of an exemplary process, performed by a retailer of an item, 
to provide a sales incentive for the purchase or lease of the item; 

FIG. 3 is a flow chart of an exemplary process, performed by an insurance entity 
or affiliate, to provide an insurance policy corresponding to a sales incentive for the 
purchase or lease of an item sold by a manufacturer or retailer; 

FIG. 4 is a flow chart of an exemplary process, performed by a buyer of an item, 
to receive an insurance policy with the purchase or lease of the item; 
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FIG. 5 is a flowchart of an exemplary process, performed by a financing agent to 
receive payment for the financed amount and the insurance premium; and 

FIG. 6 is a block diagram representing an exemplary computer network for 
completing the provision of an insurance policy for an item sold to a buyer. 

Detailed Description of the Invention 

According to various embodiments of the present invention, an improved 
incentive program is introduced for promoting the sale of an item. As used herein, the 
terms "sale," "sell," "selling," "sold," "buy" and "buying" refer to any of a purchase of an 
item, a purchase of an item with financing or a lease of an item. The item may be a 
product produced by a manufacturer, or any product or service offered for sale by a 
retailer. Whether the item is purchased or leased, the purchaser or lessee shall be 
uniformly referred to herein as a "buyer" or "customer." 

In preferred embodiments, the item that is sold is an automobile which may be 
new or used as those terms are understood by one of ordinary skill in the art. 

The systems and methods of prior programs are exemplified in FIG. 1 . In typical 
sales of an automobile, a buyer 100 pays a purchase price to a manufacturer 102 for a 
particular make and model of an automobile offered for sale. The transaction may take 
place through an intermediary, such as an automobile dealer or an operator of a web site 
on the Internet (not shown). In consideration of most states' requirements that 
automobiles have at least minimum insurance coverage, before delivery of the 
automobile to the buyer can be completed, the buyer 100 must secure an insurance policy 
for the automobile. This can be accomplished through an automobile dealership working 
in conjunction with a third party insurer 104, or the buyer may separately obtain 
insurance coverage from an insurer 1 04, and provide confirmation thereof, prior to 
receiving the automobile. 

In either event, the insurer 104 will determine an individual risk rating for the 
buyer 100 based on certain characteristics of the buyer 100. These characteristics 
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typically include all of the following factors: the age of the buyer 100, the sex of the 
buyer 100, the contemplated usage of the vehicle (business, personal, miles to be driven 
per day, etc.), the rating territory (broken down by city, state and/or zip code, or any 
portion thereof) in which the vehicle will be garaged, known risk factors associated with 
5 each rating territory ( i.e. rate of theft or accident within each rating territory), the driving 
history of the buyer 100 (i.e. the number of traffic violations and/or accidents in a 
preceding period of time), the number of persons of legal driving age residing with the 
buyer 100, and statistics relating to the model of automobile to be purchased (i.e. rate of 
theft and accidents involving the model). 

10 The buyer 100 will also identify the types of insurance coverage desired for the 

automobile. Typically, insurers offer six categories of coverage, some of which are 
mandatory by various state governments. These include: (1) bodily injury liability, for 
injuries the insured causes to another party; (2) personal injury protection (i.e. no-fault 
coverage), for medical expenses and lost wages relating to the treatment of injuries to the 

15 driver and passengers of the insured's automobile; (3) property damage liability, for 

damage caused by the insured to another's property; (4) collision coverage, for damage to 
the insured's car resulting from a collision with another car or object; (5) comprehensive 
coverage, for damage to the insured's car that doesn't involve a collision (i.e., fire, theft, 
falling objects, and acts of God); and (6) uninsured motorist coverage, for treatment of an 

20 insured's injuries as a result of a collision with an uninsured driver. 

Typically, insurance premiums may be discounted based on certain discount 
factors, such a clean driving and accident record, multiple automobile coverage, 
automobile coverage in conjunction with other types of insurance (such as homeowners 
insurance), and safety factors included or added to an automobile, such as air bags, anti- 

25 theft devices, use of seat belts and the like. 

From the risk factors, the selected insurance coverage and the discount factors, as 
well as costs and expenses borne by the insurance carrier, an individual premium is 
calculated by the insurer 104. 

The lengthy process of obtaining insurance and the cost of the insurance itself, 

30 may be significant to the buyer 100, and may influence the buyer's 104 decision to 

purchase an automobile. Furthermore, an insurer may require an insurance deposit of 10- 



565772 1 




4090-4002 



25% of the premium at the time of sale to secure an insurance policy for a predetermined 
period of time, for policies secured with the aid of the retailer. This increases costs to the 
buyer 100, and again, may impact the decision to purchase the automobile. 

Referring now to FIGS. 2- 7, wherein similar components of the present invention 
are referenced in like manner, preferred embodiments of an insurance incentive program 
for promoting the purchase or lease of an item, such as an automobile, are disclosed. 

In general, it is contemplated that a manufacturer 102, or dealers/retailers having a 
business relationship with the manufacturer, will select a product and promote sales 
thereof through offering a sales incentive as described herein. In particular, it is 
contemplated that a manufacturer of automobiles may, based on projected or current sales 
figures, select one or more makes and models of automobile that are subject to the sales 
incentive. In order to increase sales of the selected makes and models, the manufacturer 
102 may offer a program whereby a qualified buyer would receive an insurance policy 
with the sale of the automobile, the length of the insurance coverage being co-extensive 
with the length of a loan or a lease of the item. This incentive may be provided in 
addition to or in place of offering standard sales incentives such as rebates, lowered 
financing interest rates and extended warranties. 

Turning now to FIG. 2, therein is depicted a process 200 by which a retailer may 
complete a sale of a qualified make and model of automobile to a qualified buyer. The 
process 200 begins when the retailer receives an indication of qualified makes and 
models according to the sales incentive program, as determined by the manufacturer 102 
(step 202). The retailer may be provided with all the forms, manuals and guidelines 
required to successfully complete a sale or lease according to the program. 

Next, the retailer may enter into a sale or lease transaction with a qualified buyer 
for a qualified automobile (step 204). The transaction may be embodied in one or more 
forms comprising a sales agreement for the lease or purchase of a vehicle in which the 
terms of the sale are incorporated. During performance of the sale or lease, the retailer 
may confirm that the purchaser/lessee qualifies for the sale or lease by, for example, 
referring to a credit report and further confirms that the make/model of the automobile is 
qualifies under the sales incentive program (step 206). The retailer then confirms the 
provision of an insurance policy having a term co-extensive with a financing period or a 
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lease term associated with the sale or lease to the purchaser/lessee (step 208), after which 
process 200 ends. 

Referring now to FIG. 3, therein is depicted an exemplary process 300 performed 
by an insurer 104 for determining and providing an insurance policy according to the 
5 sales incentive program described above. The process 300 begins when the insurer 104 
receives an indication of one or more makes and models of automobile for which the 
manufacturer 102 will provide the above-described sales incentive (step 302). Next, the 
insurer 104 may receive an indication of a qualified sale or lease under the program (step 
304). The insurer 104 may then calculate a premium for an insurance policy to be 

1 0 provided to the purchaser/lessee using standard actuarial and statistical techniques and 
taking into account such factors as the age, sex, marital status, driving record, rating 
territory and the like (step 306). 

The term of the insurance policy, being co-extensive with the length of a loan or 
lease, may have a multi-year term which represents a departure from standard billing 

15 practices of typical insurers. In common practice, an insurance policy is reviewed every 
six months or one year to re-evaluate the underwriting risks involved with an insured, and 
to recover changes in operating expenses or the like associated with maintaining a book 
of business. It is contemplated that a multi-year, non-changing premium can be 
advantageous nonetheless due to the provision of the payment of the entire multi-year 

20 premium up-front by the financing agent. The up-front payment may allow an insurer 
104 to recoup lost opportunities to increase premiums by providing capital sufficient to 
generate investment returns and the like. The financing agent recovers the provision of 
the up-front premium payment by charging interest on the premium balance to the 
insured. 

25 Continuing with process 300, the insurer 104 may then provide an insurance 

policy to the buyer at the time of sale or delivery of the vehicle (step 308), after which, 
the insurer 104 receives a payment of the premium from, for example, the financing agent 
on behalf of the buyer (step 3 1 0). The process 300 then ends. 

Turning now to FIG. 4, therein is depicted a process 400 by which a qualified 

30 buyer 100 receives an insurance policy with a sale or lease of a qualified automobile 

according to the sales incentive program described above. The process 400 begins at step 
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402 where the buyer enters into a sale or lease with, for example, a retailer authorized to 
sell or lease the qualified automobile. It is further contemplated that the sale or lease may 
be made by the manufacturer 102 directly. The retailer notifies the financial agent of the 
qualified sale (step 406). The financial agent then provides a payment of at least a 
portion of the insurance premium, or preferably, the entire insurance premium to the 
insurer 104 on behalf of the buyer 100 (step 408), thereby assisting the buyer in securing 
an insurance policy covering the automobile against certain types of losses. The process 
400 then ends. 

Referring now to FIG. 5, an exemplary process 500 for receiving payments from a 
purchaser/lessee is depicted. At step 502, a financial agent receives an indication of a 
qualified sale or lease under the sales incentive program described above. Based on the 
terms of the sale and the insurance premium charged, the financial agent calculates a 
periodic recurring amount to be paid by the purchaser/lessee (step 504). The amount 
may include a portion of the financial balance for the automobile and a portion of the 
insurance premium. In addition, interest on both these amounts may be amortized in any 
known manner. The interest rate charged for the financed amount may be the same as the 
interest rate charged on the premium balance. Alternatively, the two interest rates may be 
different. The rates may also be fixed or variable as is known in the art. 

Continuing with process 500, the financial agent pays the entire premium due to 
the insurer 104 (step 506). The financial agent then receives periodic payments 
corresponding to the calculated amount from the purchaser/lessee over the course of the 
loan or the lease (step 508). The process 500 then ends. 

Turning to FIG. 6, it is contemplated that all the transactions described above may 
be implemented on a computer network 600 or series of such networks, such as the 
Internet or World Wide Web. In such an embodiment, the manufacturer 102 may have 
one or more computer servers 602 on the network 600 for providing information on 
available makes and models of automobiles, completing direct sales of such automobiles 
and completing such transactions in accordance with the sales incentive program 
described above. It is contemplated that one or more retailers may further have similar 
servers 604 on the network 600 for accomplishing the same, in addition to, or in lieu of, 
manufacturer servers 602. 
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The insurer 104 may operate an insurance affiliate server 608 for performing the 
steps described above with respect to FIG. 4. The affiliate server 608 may further handle 
insurance transactions directly with a buyer 100, such as processing claims, providing 
terms of insurance or handling buyer inquiries. 

The financial agent may operate a financial agent server 610 for performing the 
steps described above with respect to FIG. 6. 

The buyer 100 may communicate with the manufacturer server 602, the dealer 
server 604, the insurance affiliate server 608 and/or the financial agent server 610 using a 
buyer terminal 606 to complete a purchase of the automobile, receive the benefit of the 
sales incentive program, provide payments and communicate regarding the above- 
described insurance transactions. 

Each of the servers 602, 604, 608 and 610 may be operative to communicate over 
the network 600 in any manner known in the art and are preferably operative to handle 
high-bandwidth communications from multiple buyers 100 simultaneously. The buyer 
terminal 606 may be any personal communications device operative to communicate over 
network 600, such as a personal computer with the ability to handle network 
communications, as well as, personal workstations, network terminals, personal digital 
assistants (PDAs), cellular telephone equipped with wireless internet access or any other 
similar hard-wired or wireless communications equipment. 

In addition to the above features, there are several additional embodiments 
contemplated to be within the scope of the present invention. For example, it is 
contemplated that the provision of the insurance policy under the sales incentive program 
may be discounted or free to the buyer 100, as described above in co-pending related U.S. 

Patent Application Ser. No. 09/ entitled "Insurance Incentive Program for 

Promoting the Purchase or Lease of an Automobile." However, if the buyer incurs 
substantial losses and/or significantly alters the underwriting exposure of the insurer with 
regard to the automobile and within a particular period of time, it is contemplated that an 
additional charge may be levied upon the buyer 100 to continue the insurance coverage. 
It is further contemplated that the term of the provided insurance may be substantially co- 
extensive with the term of the loan or lease secured by the purchaser/lessee or may be co- 
extensive with any portion thereof. 
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Although the invention has been described in detail in the foregoing 
embodiments, it is to be understood that the descriptions have been provided for purposes 
of illustration only and that other variations both in form and detail can be made 
thereupon by those skilled in the art without departing from the spirit and scope of the 
invention, which is defined solely by the appended claims. 
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